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PREFACE

This report presents the findings of a study that examined the
effects on Food Stamp Program error rates of two possible program policy
changes and an alternate specification of error rates for AFDC
recipients. The study was conducted by Mathematica Policy Research.

We would like to thank Joseph Murray for outstanding programming
support for the analysis. We are also indebted to Abb’Kssociates for
supplying the data extract on which our tabulations are based and for
providing tabulations of the percentages of various types of error

occurring in AFDC cases.



EXECUTIVE SUMMARY

This report uses case—level data from the Integrated Quality

Control System to examine the effects on Food Stamp Program error rates of

two possible program policy changes:

o Elimination of the housing deduction
o Adoption of a standard benefit policy for cases that
also receive assistance under the Aid for Families with
Dependent Children program (AFDC), such as that tested
by Illinois in the Food Stamp Simplified Application
Demonstration
In addition, the report examines the potential effects of altering the way
Food Stamp Program error is determined for food stamp cases that also
receive AFDC. Specifically, it considers:
o Adoption of an error measure which, for AFDC recipients,
takes into account the offsetting effect on Food Stamp
Program error of the benefits determination rules for
the AFDC program.

The analysis suggests that each of these three program changes
would result in substantially lower Food Stamp Program error rates. It is
estimated that the elimination of the shelter deduction would have lowered
the Fiscal Year 1984 payment error rate from 8.6 percent to 8.1 percent.
This, in turn, would have reduced the total amounts of the fiscal
liabilities levied on the states by about $16 million, a reduction of
approximately 20 percent of the total.

The adoption of standard benefits policies for AFDC households

would have lowered the Fiscal Year 1984 payment error rate from 8.6 percent

to 7.6 percent, resulting in a reduction in fiscal liabilities of $31



million, or 39 percent. The comparable savings from taking into account
the AFDC offset in computing error rates are a reduction in error from 8.6
percent to 8.1 percent and a reduction in sanctions of $16 million,

approximately 20 percent of the total.

ii



I. INTRODUCTION

Altering various features of the Food Stamp Program could
potentially affect the complexity of the administration of the program, and
this, in turn, could have effects on measured program error rates. It is
therefore useful to have quantitative estimates of the approximate sizes of
the changes in error rates which could result from changes in the
program. As part of FNS's current study of the Integfgted Quality Control
System, FNS has asked Mathematica Policy Research to examine the potential
effects on error rates of a number of possible Food Stamp Program
changes.

" This report examines the potential effects of two substantive

policy changes:

o Elimination of the housing deduction
o Adoption of a standard benefit policy for households
that also receive assistance under the Aid for Families
with Dependent Children program (AFDC) such as that
tested by Illinois in the Food Stamp Simplified
Application Demonstration
In addition, we examine the potential effects of altering the way Food
Stamp Program error is determined for food stamp cases that also receive
AFDC. Specifically, we consider:
o Adoption of an error measure which, for AFDC recipients,
takes into account the offsetting effect on Food Stamp
Program error of the benefits determination rules for
the AFDC program.

For each of these three potential program changes, this report

analyzes data from a national sample of QC cases to determine the potential



1
changes in error rates that would occur. Section 11 describes the data

used in the analysis and provides a summary of the QC errors that were
observed for the sample under conventional Food Stamp Program rules. The
effects of the three possible program changes identified above are then
exanined in Sections III, IV, and V respectively. Section VI summarizes
the results of the study. A series of appendices provide technical details

about the analysis.

The effects of two other possible changes in the way in which
state fiscal liability based on error rates is computed - taking into
account claims collection rates and taking into account underpayment - were
discussed in an earlier memorandum to FNS.



II. DESCRIPTION OF THE DATABASE AND SAMPLE

The data used in the analysis for this report were extracted from
the Integrated Quality Control System (IQCS) and are based on a national
sample of households participating in the Food Stamp Program. The QC
system reviews data concerning household composition and income during a
particular month for a sample of food stamp households. This information
is then compared with data originally collected by theflocal food stamp
offices, and errors are recorded.

The QC reviews are done at the state level. However, federal
workers "rereview” samples of each state's reviews to assess their accuracy
and the final official state error rates are adjusted to reflect the
results of this rereview process. In calculating official state error
rates, cases with errors of 5 dollars or less are not counted as cases with
errors.

During the review process some cases are found to have more than
one error. In all states, when multiple errors are found, the state
reviewers code information on the type of error for each error that is
discovered. In some states, in multiple error cases, dollar amounts are
also assigned to each individual error; however, in other states only the
overall case error amount is determined, rather than the amounts for the
individual component errors. Even in states where dollar amounts are
assigned to individual component errors, the dollar amounts do not
necessarily add up to the overall case error, because some errors may be

either overlapping or partially offsetting others.



The analysis for this report uses data from July and August 1984,
Observations are weighted to represent the national population of Food
Stamp program participants. However, statistics based on this weighted
sample will differ somewhat from published national statistics on QC error
rates, both because federal rereview data were not used here, and because
the sample is based on data for two months rather than a full year.

The IQCS extract used in this analysis included 6979 households, of
which 1543 contained errors in food stamp coupon issuance amounts
identified by the QC system. Of those cases with reported errors, 789 were
missing individual data items or had inconsistencies among data items. We
actempted to edit these cases in order to preserve them for analysis and
were successful in all but 62 cases for which there were insufficient data
available to make sensible imputations. These 62 cases were deleted.

The 727 cases with data problems which were not deleted were
subject to editing procedures, many of which were guided by QC system
coding conventions. These included ignoring errors of 5 dollars or less
and assuming that the most important error was coded in the first error
block. In addition, when conflicting information was presented by the
total error and individual errors, the total error was assumed to be
correct, since it is that quantity which is used in calculating official
state error rates and presumably is subject to greater scrutiny by the QC
system.

For a substantial number of states, in cases with multiple errors
no information was available about the dollar error amounts of individual
errors. In such instances, the data editing involved imputation procedures

under which the overall case error was allocated among the individual
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TABLE II.l

DISTRIBUTION OF CASES WITH ERRORS BY HOUSEHOLD TYPE

(Percentages)

Pure AFDC Other All

Households Households Households
No Errors 81.2% 75.8% 77.5%
One Error 16.9 21.3 19.9
More than One ’

Error 1.8 2.8 2.5

Percent of
All Cases 31.7 68.3 100.0




households in the overall analysis sample. Of those households with
errors, approximately 88 percent had just one error, and 12 percent had two
or more errors. Among pure AFDC households, which make up just under a
third of the sample, 81 percent had no errors. The distribution of cases

with one error or more than one error for the two subsamples was similar to
the distribution for the overall sample.

Average dollar error per case by household type and case review
finding (that is, net overpayment, payment to ineligibles or underpayment
for the case) are summarized in Table 1I.2. For the overall sample, errors
for overpayment cases averaged 38 dollars, and those for underpayment cases
averaged 32 dollars, each about 27 percent of the average allotment.

Errors involving issuances to ineligible households were higher, 101
dollars, because the errors were always for the full coupon issuance.
Cases with more than one error had somewhat higher average errors than
those with one error.

For overpayment and underpayment cases, there was very little
variation in amount of error across household types. However, these errors
are approximately 23 percent of the allotment in AFDC households, but are
39 and 30 percent of the allotment in other households for overpayment and
underpayment, respectively. For ineligible households in the AFDC

subsample the average error was 135 dollars, while for other households it



TABLE 1.2

AVERAGE ERROR AND ALLOTMENT BY HOUSEHOLD TYPE AND REVIEW fINDING

(Dollars)
Pure AFDC Other -
Households Households All Houschulds
Over Under Over Under Over Under
Ineligibility Payment Payment. Ineligibility Payment Payment Ineligibility Payment Paymuent
Average Error
Cases with one $134,92 $38.09 $34.84 $95.08 $34.25 $29.78 $101.46 $35.43 $31.33
error
Cases with more - 48.85 18.618 - 53.19 44.15 - 952.34 38.65
than one error
All cases with 134.92 39.06 53,26 95.08 37.0% 31.91 101.46 37.61 32.30
errors
Average Allotment 155.00b 168.70 152.44 151.05 95.08 106.00 l“I.QBb 141.48 119.65

BThis average is based only on 11 cases.

bln general payment error due to ineliqibility for a case should be the same as the case allotment. Editing procedures for
households with a review finding of ineligqibility deleted all errur hlucks for which the error finding was not ineligibility and
recomputed the total error. This occured in only a few cases and cuaused the ubserved dincrepancy. ¢



was 95 dollars. The higher food stamp allotment, and subsequent larger

error, in these cases reflect the relatively lower economic status of AFDC
1

participants.

The proportions that various types of error contribute to overall
error rates vary somewhat among household types and across review
findings. This is shown in Table II.3 which displays errors classified by
type of error (household composition, earned income, unearned income,
shelter deduction or other). -

Payment error (overissuances and issuances to ineligible
households) for the sample as a whole was dominated by errors associated
with earned income. Forty—-two percent of overissuances and 47 percent of
ineligibility error fell into this category.

Several other error categories also contributed substantially to
the error totals. For overpayments, 28 percent of the error was due to
errors associated with unearned income. For ineligibility errors,
substantial numbers of errors involved asset information, the predominant
error type in the "other" category for ineligibility errors. For

underpayment errors, household composition, earned income and unearned

1
The average underpayment error for pure AFDC households with more

than one error was found to be 19 dollars. Based on intuition and
empirical evidence for the other subsample, it could be expected that this
number should be at least as large as average error for households with
only one error (35 dollars). However, there were only 11 pure AFDC cases
with more than one error, so this result is probably due to sampling error.

Type of error was based on the element and nature codes of the
individual errors. See Appendix C for the precise mapping of these codes
into the categories cited in this report. A more detailed version of Table
II.3 is given in Table D.2 in which element codes are not aggregated into
these categories.



TABLE TIf,3

SOURCE OF ERROR BY HOUSEHOLD TYPE
AND REVIEW FINDING

01

(Percent ages)
Pure AFDC Other
Houscholds Huuscholds All Houscholds
Over Under Over Under Over Under
Ineliqibhility Payment Payment Ineliqibility Payment Payment Ineligibility Payment Payment
Household Composition 10.1% 13.8% 46.9% 17.7% 10.6% 19.5% 16.1% 11.5% 27.7%
Earned Incom: 55.8 49.5 7.0 45.1 39.0 29.6 46.9 42.0 22.9
Unearned Income - 16.6 1.2 3.8 2.1 32.7 3.0 27.17 26.3
Shelter Deduct ion - 16.5 3.9 - 1.1 10.0 - 12.6 16.2
Other® 36.1 3.6 4.0 35.5 7.1 8.2 53.9 6.1 6.9

Brgther” includes errors concerning assets, deduct iuns ather then fur shelter and utifitics and other miscellancous errors.



income errors were represented approximately equally as the major sources
of error.

The subsample of pure AFDC households generally reflected the
patterns of the sample as a whole with respect to payment error. Earned
income was the primary source of this type of error, and problems with
information concerning assets contributed substantially to issuances to
ineligible households. However, unearned income errors did not play as big
a role in overpayments to pure AFDC households as they<ﬁid for other
households, reflecting the fact that for most pure AFDC households the only
source of unearned income is the AFDC payment, which is accurately known by
the case worker at the time when the food stamp eligibility and benefit
determinations are made.

The lack of a dominant source of underpayment error noted for the
overall sample appears to be the result of different types of errors being
the major contributors for the two subsamples. Among the pure AFDC
subsample, household composition and shelter deductions were the major
factors in underissuance error, while in the other subsample they were
earned and unearned income.

Since parts of the analysis focus on policies that would affect
only AFDC households, it is important to examine the proportion of all
error that occurs in such cases. As shown in Table ITI.4, pure AFDC
households account for approximately 25 percent of payment error and

approximately 30 percent of underpayments.

11



TABLE II.4

PERCENTAGE OF ERROR DOLLARS
BY HOUSEHOLD TYPE

Pure AFDC Other All

Households Households Households
All Payment Error 25.1% 74.97% 100.0%
Overpayment 28.3 71.7 100.0
Ineligibility 21.3 78.7 .~ 100.0
Underpayment 29.7 70.3 100.0




III. ELIMINATION OF THE SHELTER AND UTILITY DEDUCTIONS

The Food Stamp Program shelter and utility deductions add
considerably to the complexity of the process of determining food stamp
eligibility and benefit levels, and, because of this, they contribute
significantly to the administrative cost of operating the program. In
particular, use of the shelter and utility deductions gdds to
administrative burden, both becaﬁse it requires that case workers obtain
detailed information on housing and utility costs from clients, and also
because it increases the complexity of the arithmetic calculations needed
to determine net countable income for the program.

The purpose of the shelter deduction is to target benefits to
households who are most in need of assistance. However, the degree to
which it is an effective mechanism for doing this is unclear, since, to
some degree, differences in housing expenses simply reflect different
consumption preference patterns of households rather than differences in
underlying need.

In light of these factors, it has been suggested that the
separately ca%culated housing deduction be eliminated and replaced with an
increase in the standard deduction.1 This would clearly simplify the
program and would essentially “"define away” housing error. This section

provides quantitative estimates of these potential effects on error rates.

The offsetting increase in the standard deduction could be set at
a uniform rate for the nation as a whole, or it could be calculated on a
state-by-state basis to take into account differences between states in
average shelter costs.

13



l. Simulation Procedures

The elimination of the shelter and utility deductions was simulated
by setting all shelter and utility errors on the analysis file to zero.
Case and dollar error rates were then recalculated without the shelter

errors.

2. Effects on Error Rates

Estimates of the percentage reduction in QC error rates under the
elimination of the shelter and utility deductions are presented in
Table III.l. The 1984 national error rates and their adjusted values based
on the simulation have been included for the purposes of illustration.
~ As shown in the last column of the table, for the overall sample
the estimated reduction in payment error resulting from the elimination of
the shelter deduction is 6.8 percent. A reduction of this magnitude lowers
the national payment error rate from its 1984 value of 8.6 percent to 8.1
percent. The reduction in the payment error rate was larger for the AFDC
subsample, where errors in the reporting of the shelter and utility
deductions were most prevalent, and smaller for the remainder of the
sample.

The reduction in underpayment error was 16.5 percent for the
overall sample. The order of the reductions in underpayment error among
the subsamples followed the pattern observed for payment error. A larger
reduction was seen for the AFDC subsample--31.0 percent--and a smaller one
for the other subsample-~-10.2 percent.

The reduction in case error rate for the sample as a whole was 17.7

percent. For the AFDC subsample, the reduction in the case error rate was

14



TABLE IIIL.!

1984 ERROR RATES AND ERROR RATE REDUCTIONS UNDER ELIMINATION
OF SHELTER AND UTILITY DEDUCTIONS

Pure AFDC Other All
Households Households Households
Payment Error?
1984 Rate 5. 3% 11.0% 8.6%°
Estimated Percent 9.7 5.7 6.8
Reduction
Adjusted 1984 Rate 4.8 10.4 8.1
Underpayment Error
1984 Rate 1.7 2.7 2.3°
Estimated Percent 31.0 10.2 16.5
Reduction
Adjusted 1984 Rate 1.2 2.5 2.0
Case Error
1984 Rate 19.5 25.1 23.4°
Estimated Percent 28.9 13.8 17.7
Reduction
Adjusted 1984 Rate 13.9 21.7 19.2

3Includes overissuances and issuances to ineligibles.

1984 error rates for pure AFDC and other households were computed from the
national error rates for all households. These allocations were based on
the proportion of error attributable to each subsample in the July/August
1984 QC dataset used in this analysis.

15



28.9 percent, while among the other households the reduction was 13.8

percent.

3. Effects on Fiscal Liability

As noted above, the elimination of the shelter deduction is
estimated to reduce national payment error rates by 6.8 percent. It is of
interest to assess the impact that such reductions would have on the fiscal
liabilities that are computed for the states with high error rates. 1In
order to examine this issue, we have recomputed the Fzgcal Year 1984
liabilities under the assumption that each state's payment error was
reduced by 6.8 percent.

Table III1.2 displays the results of these calculations. Illinois
1s excluded from the analysis because the Simplified Application
Demonstration was taking place in that state during the analysis period.

As shown in the table, in 1984 fiscal liabilities were computed for 35 of
the states and territories included in the table. We estimate that the
liabilities would have been totally eliminated for 5 of these 35 states and
territories and that liabilities would have been reduced for another 16 of
thems Overall, the total amount of the liabilities for states other than
Illinois is estimated to drop from $78.5 million to $62.0 million, a
reduction of approximately 20 percent.

In examining the state-by-state information displayed in Table
II1.2, it should be noted that these calculations are based on an
assumption that the elimination of the shelter deduction would reduce error
for all states by the same percentage. In fact, it is likely that states

with relatively high shelter costs experience relatively more shelter-

related error and therefore would have relatively larger error

16



TABLE III.2

EFFECTS ON FISCAL LIABILITY OF
ELIMINATING THE SHELTER DEDUCTION

: Official 1984 Adjusted 1964 Cfficial 1984 Adjusted 1984 Change Eetween
State Payment Error Payment Errer Liability (b) Liability (c) Official and

Rate Rate Adjusted Liabilii

Alabara 13.4 12,4 $9,227,122 $7,549, 464 $1,677,65°
Alaska 9.3 8.7 $0 $0 $(
Arizona ?.4 8.7 $1,199,017 $599,509 $599, S0¢
Arkansas 9.7 9.0 $1,144,248 $1,144,268 $.
California 1.7 7.1 $4,263,749 $4,263,749 3
Colorado 10.7 9.9 $1,381,910 §829,146 $532,76
Connecticut I .6 $0 $0 3
Delaware 6.4 3.0 $0 $0 $
Washington OC 8.8 §.2 $235,823 $233,823 $
Florida 9.0 8.4 $2,116,433 $1,058,228 $1,058,22
Georgia 9.6 8.9 33,697,443 $2,464,943 $1,232,48
Hawaii 3.7 3.4 $0 10 $
fdaho 6.9 6.4 $0 $0 $
Indiana f{a} B.b 8.1 $1,301.049 $1,361,069 $
Iowa 8.5 7.9 $490,194 ~ }345,097 $345, 0
Kansas 1.4 6.9 $101,150 - 30 $101,15
Kentucky 9.0 8.4 $1,395,353 $1,395,333 $
Loujsiana 10,2 9.9 $5,283,439 $3,170,083 $2,113,37
Maine 6.7 6.3 $0 $0 $
Maryland 6.9 6.4 $0 $0 $
Massachusetts 9.9 9.2 $2,321,093 $1,547,39 $773,65
Hichigan 6.3 6.0 $0 $0 $
Minnesota 9.8 9.1 81,461,779 $1,461,779 §
Hississippi 9.2 8.6 $1,731,884 $1,154,589 $577,2¢
Aissouri 5.8 3.4 $0 $0 $
Montana 8.8 8.2 $90,933 $0 $90,92
Nebraska 8.8 8.2 $301,193 $301,193 $
Nevada 2.3 2.4 30 $0 $
New Hampshire 8.2 1.6 $73,631 $0 $73,42
New jersey 7.3 7.0 $1,088,471 $0 $1,088,47
New Mexico 11.8 11,0 $2,197,196 $1,569,428 $627,77
New York 10.1 9.3 $10,043,944 $10,063,944 $
North Carolina 1.2 6.7 1523, 944 $0 $523,9¢
North Dakota 6.3 5.8 $0 $0 $
Ohig 6.7 8.2 $0 $0 $
Oklahoea 7.4 7.1 $586,754 $586,756 $
Oregon 9.2 8.6 $1,340,292 $893,528 $446,7¢
Pennsylvania 10.4 9.7 $7,819,005 $4,691,403 $3,127,4C
Rhode Island 7.1 bub $0 $0 3
South Carolina 10.9 10,2 $3,159,387 $3,159,387 s
South Dakota 3.6 3.3 $0 $0 4
Tennessee 6.1 3.7 $0 $0 3
Texas 10,0 9.3 8,212,334 48,212,334 $
Utah 1.4 10.7 $1,334, 155 $952,248 $381,1¢
Versont 9.7 9.0 1200, 159 $200, 149 :
Virginia 1.8 1.1 $652,347 $652,347 §
Washington ) 9.2 8.6 $1,509,980 $1,008,633 $503,3C
Hest Virginia - 1.0 b5 $0 $0 ¢
Nisconsin 9.6 8.9 $1,391,622 $927,748 $443,67
Hyosing 9.1 8.5 $94,377 $94,377 '
Guas 3.4 3.2 $0 $0 1
Virgin Islands 12.1 1.3 $259,742 $155,857 $103,9¢
TOTAL $78,511,287 $62,048,605 $16,462,4¢

{a) Illinois is excluded from the tabulations because not all of the relevant data were available.
(b) Total fiscal liability inciuding [1linois was $81,355,779.

(c) *Adjusted 1984 Liability® was cosputed using the official FNS forsula for calculating state liahilitr.
The forlpla.lgz be summarized as follows: it the official paysent error rate exceeds the state’s goa
then a liability is applied according to the state’s rate of liabilltz, which is equal to five perten{
for every percentage point or fraction up to three percentage points by which the error rate exceeds

the goal plus ten percent for every percentage point or fraction above three, The state's liability

i{s the FNS share of the state's adainistrative funding times the liability rate. The liability say not

exceed the state's excess error times the state's FSP issuances.



reductions. This would be offset by lower-than—average error reductions in
states with low shelter costs. Thus the state-by-state information in the
table represents only an approximation of the potential effects of the
policy change being analyzed. It seems likely, however, that, overall, the
information in the table represents a reasonable estimate of the potential
national impact on fiscal liability from eliminating the shelter

deduction. The estimates of reductions for individualzftates are probably

much less accurate.

18



IV. ADOPTION OF THE STANDARD BENEFITS POLICY FOR AFDC HOUSEHOLDS

A second Food Stamp Program change which could lead to reductions
in QC error rates is the adoption of a standard benerfits policy for AFDC
recipients, such as that recently tested in Illinois in the Food Stamp
Simplified Application Demonstration. Under a standard benefits policy,
households composed entirely of persons who receive AFQF assistance
automatically are assumed to be eligible for food staéps. Furthermore, the
amount of food stamp benefits to which such households are entitled is
determined from a simple table "look-up” process, based only on household
size, the presence of earnings, and the presence of an elderly or disabled
household member.

Any standard benefits plan that was implemented would probably be
limited to food stamp households composed entirely of members who also
receive AFDC assistance. In most states, virtually all households that
consist entirely of AFDC recipients are eligible for food stamps. In
addition, because of the structure of the AFDC program within any given
state, most AFDC-recipient households of the same size have approximately
the same income, since AFDC benefits are generally reduced to offset the
presence of other sources of income. The basic logic of the standard
benefits concept as it applies to AFDC households is that, because all AFDC
households within certain easily defined categories have approximately the

same income, the administration of the Food Stamp Program for these

1

The look-up tables on which standard benefits would be based would
be set on a state-by-state basis to reflect differences between states in
AFDC benefit levels.

19



households can be simplified substantially by giving all households within
each category the same allotment level, without going through the detailed
eligibility and benefit calculation procedures that are normally used in
the Food Stamp Program.

The results of the Illinois demonstration showed that a standard
benefits policy can lead to substantial reductions in the administrative
costs of providing food stamp benefits to AFDC recipients. In addition, as
noted in MPR's evaluation of the demonstration, there/are several features
of standard benefits that result in substantial reductions in error
rates. In particular, since shelter costs are not involved in the standard
benefits calculation, errors due to this factor are eliminated. Over— and
underpayment errors associated with unearned income are also eliminated,
since the standard benefits approach does not make use of this
information. Furthermore, while the presence of earnings is a factor in
determining standard benefits, the exact level of earnings is not, only
whether earnings were above or below 75 dollars. Therefore, measured
errors in this area are also reduced.

The analysis below examines the magnitude of the reductions in
error rates that could be expected from the adoption of a standard benefits
policy. It should be emphasized that such policies are only applicable to
cases composed entirely of AFDC recipients, and, as discussed above,

reductions in error rates are therefore limited to such households.

1. Simulation Procedures

In order to simulate the effects on QC error rates of the standard
benefits calculation, a new error file was created by modifying individual

error blocks on the base file and recomputing the amounts of total case
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error and case review findings1 as necessary. As mentioned above, the
standard benefits plan applies only to AFDC recipients and our analysis
applied this simulation only to pure AFDC households.

For the purpose of specifying the simulation, individual errors
were classified by review finding (ineligibility versus over- or )
underpayment) and by type of error. Most ineligibility errors were assumed
not to change under standard benefits. However, any sqgh errors that were
due to the 1ncorrect reporting of deductions were eliﬁinated. Over—- or
underpayments that were due to information concerning household composition
were also assumed to be unchanged by standard benerits, since the standard
benefits plan relies on household size in a manner similar to the current
benefit calculation. Those payment errors that were due to information
concerning unearned income or deductions were eliminated, since the only
form of income that a standard benefits plan would examine is earnings.
Over—- or underpayments that were due to information concerning earned
income were reduced by 89 percent. This assumed percent reduction was

based on the results of the Simplified Application Demonstration

2 . .
Evaluation. Details of this procedure appear in Appendix B.

Case review finding was recomputed as follows. 1If all the error
blocks were deleted, the finding was set to l, no error. If any error
block had a finding of ineligibility, the case finding was set to 4,
ineligibility. Otherwise, the case finding was set to 2, overpayment, if
the sum of the individual errors showed a net overpayment and was set to 3,
underpayment, if the sum showed a net underpayment.

2Errors involving earned income were still possible under the
Illinois Simplified Application Demonstration, because the amount of
standard benefits received depended on whether or not a household had more
than 75 dollars of earned lncome.
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2. Effects on Error Rates

Table IV.l presents estimates of the effects of a standard benefits
plan on payment, underpayment, and case error rates for the total sample
and AFDC subsample. 1984 national error rates and their adjustments under
"the adoption of the standard benefit plan are also presented. Error rates
under the current benefit calculation are presented for other households
for the purpose of comparison. The estimates for the EPtal sample reflect
the use of standard benefits only in the AFDC subsampie.

Under the standard benefits plan, the payment error rate for the
AFDC subsample was reduced by 48.2 percent. This had the effect of
reducing the payment error rate in the total sample by 12.2 percent. When
these reductions were applied to the 1984 error rates for pure AFDC
households, the payment error rate dropped from 5.3 to about 2.8 percent,.
For the overall sample, payment error dropped from 8.6 percent to 7.6
percent.

The estimated effects on underpayment error of adopting a standard
benefits policy are comparable in relative magnitude to the effects on
payment error. For the overall sample, underpayment error was reduced from
2.3 percent to 2.0 percent. Similarly, case error dropped from 23.4
percent to 20.0 percent.

Table IV.2 breaks down payment error reductions by type of error.
Standard benefits had no impact on reducing payments to ineligible
households. Its major effect on overissuances was in eliminating all
unearned income and shelter deduction errors and reducing earned lncome

error by 89 percent among pure AFDC households. Errors due to other
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